This paper studies the impact of migration on poverty, expenditures, and labor market outcomes in Nepal. Between 2001 and 2011, the share of male working age population abroad more than doubled, mostly due to young men leaving to work in Malaysia and the Persian Gulf countries. The paper studies the impact using instrumental variables as well as difference-in-difference methods. The findings show that increases in migration to Gulf-Malaysia explain 40 percent of the decline in poverty between 2001 and 2011. The estimates of the marginal propensity of consumption show that a $1 increase in remittance income increases consumption by $0.5, with the largest share going to expenditures on food. The paper also finds that migration increases school enrollment of children, particularly of girls. Furthermore, the findings show that large-scale migration in villages improves labor market outcomes for households without a migrant. An increase in village migration rates of 10 percentage points increases wages by 25 percent, and labor force participation by 4 percentage points. The participation effects are driven by increases in female participation in non-farm sectors, and increased male participation in agriculture. The wage effects are driven by higher agricultural wages for all, and higher non-farm wages for females.
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Introduction
Large earnings disparity persists across locations, particularly across countries, and international migration is probably the most effective way out of poverty for the poor (Clemens, 2011; Clemens, Montenegro, and Pritchett, 2008) . Encouraging migration, particularly international, is also found to be more effective than alternative labor market policies in improving the jobs outcome of those in poorer countries (McKenzie, 2017) . As many host countries could be hesitant to let foreigners come in permanently, temporary or circular migration programs have provided a pathway for workers, particularly low-skilled, from poor countries to migrate for work in richer countries. The number of such temporary migrants has been increasing in the recent years. Two countries, Bangladesh and Nepal, alone send over 1 million workers each year to work abroad in countries like Malaysia and those in the Persian Gulf. In the case of Nepal, this has led to concerns among policy makers about extreme labor scarcity in the origin communities (see, for instance Adhikari and Hobley, 2013) .
In this paper, I examine the impact of large-scale migration on outcomes related to poverty and labor force outcomes. To estimate the impact on poverty and consumption, I use two different empirical strategies. First, I use data on the migration rates and the small-area estimates of poverty for each village unit (illaka) for the census years of 2001 and 2011. Using a difference-in-difference strategy in this data, I find that a 10 percentage points increase in the share of households with a migrant in Gulf-Malaysia reduces poverty rates by 7 percentage points and increases per-capita consumption by 11 percent. These estimates suggests that migration rates to Gulf-Malaysia alone find that increasing the probability that a household has a Gulf-Malaysia migrant by 10 percentage points lowers poverty by 8 percentage points and increases per-capita household consumption by over 15%. These estimates are remarkably similar to the village level estimates.
The positive impact of migration on the living standards and incomes of households are broadly echoed in the literature as well. Rigorous evaluations of temporary international migration programs from the Pacific Islands to New Zealand have found large increases in incomes and consumption of the households in the origin communities (McKenzie, Stillman, and Gibson, 2010; Gibson and McKenzie, 2014) .
A related concern in the context of Nepal is how the income remitted by the migrant is being used by the households. In a similar empirical strategy, I instrument remittance income with village level migration rates in 2001 to estimate the elasticity of consumption of remittance income. I find an elasticity of 0.16 and a marginal propensity to consume (MPC) out of remittance income of 50 cents per dollar for an household with average consumption and remittance receipt level. The MPC is slightly lower for rural households at 40 cents per dollar. I find that increased remittance receipt increases consumption in food, durables, non-durables, and on education, particularly for the urban households. This marginal propensity to consume is lower than what would be expected of a permanent income shock, but higher than what would be expected of a temporary income shock. 1
Given that remittance income is not unanticipated (most literature identifies MPC through unanticipated shocks) and that it comes at a cost of foregone labor income of the migrant at home, these estimates can be considered relatively low.
I then examine the impact of migration of a family member on the schooling outcomes of the children in the household using the same empirical strategy. I find that having a Gulf-Malaysia migrant in the household increases the probability of a child being in school and the completed level of schooling. The effects are completely driven by impact on girls. Having a migrant in the household increases girls' schooling by over 2 years, about a 100 percent of the average schooling for the age-group. However, this effect is only marginally significant. The effects for boys are much smaller in magnitude and are statistically insignificant. Theoretically, migration of a household member could impact a child's education in either direction. Having remittance income can ease liquidity constraints and make education more affordable, whereas lack of parental supervision and inputs may hamper child education. Furthermore, expectations about returns to education on the future labor market prospects (domestically, or abroad) could affect educational investment in either direction. Researchers have found positive impacts, both in the short-run (Yang, 2008) or the long-run (Dinkelman and Mariotti, 2016) , as well as negative impacts (de Brauw and Giles, 2016; McKenzie and Rapoport, 2011) , or differential impacts by gender (Antman, 2012) .
I further examine the impact of large-scale migration in the local labor markets (villages) on the labor force participation. I use a difference-in-difference strategy to estimate the impact of migration rates at the village level on the labor force participation decision of the working age population.
Large-scale out-migration acts as a negative supply shock to individuals in households without a migrant which increases wages, and, if job opportunities are scarce, encourages participation. A rise of 1 percentage points in the share of migrants in the population increases wages by 2.3 percent and labor force participation by 0.4 percentage points. However, for households with a current migrant, remittance income may increase their reservation wages, thereby muting the effect on participation.
Consequently, among households with a migrant, the participation effect is almost the half of that of households without a migrant (and hence, remittances). The participation effect is primarily driven by increased male participation in agriculture, and an increased female participation in nonagricultural employment. The wage effects are driven by high agricultural wages for all, and higher wages for females in non-agricultural sectors as well.
These findings are also consistent with the literature on the labor market impact of migration.
A randomized evaluation of a large-scale migration incentive scheme in rural Bangladesh also finds that agricultural wages go up in the origin communities, benefiting even those who do not migrate (Bryan, Chowdhury, and Mobarak, 2014; Akram and Mobarak, 2016) . A related concern is what 1 Well identified empirical estimates of income shocks are incredibly hard to find (Please see Jappelli and Pistaferri, 2010 , for a review and difficulties in estimation). Paxson (1993) finds an MPC of 0.7 for permanent income shocks and about 0.3 for unanticipated temporary income shocks. In a rare randomized trial of an unconditional transitory transfer of $400 in rural Kenya, Haushofer and Shapiro (2016) find an MPC of 0.2. Their measures does not include housing costs as expenses. Adjusting for that, the estimate in the case of Nepal is about 0.4. will happen when the migration out-flow stops and the migrants start returning back to their origin communities. In a study of large-scale migration of male workers from Malawi to the gold mines in South Africa, Dinkelman, Kumchulesi, and Mariotti (2017) finds that higher remittance incomes lead to employment diversification away from low-productivity agriculture towards more productive non-farm service sector. Even decades after the migrants returned, they find communities with higher migration rates are wealthier, and have accumulated more non-farm physical capital and human capital.
A closely related question is how having a migrant in the household affects their labor force participation choices. Two studies have investigated this in the context of Nepal using broadly similar empirical strategies. Lokshin and Glinskaya (2009) examines the impact at a later period using the 2010 Nepal Living Standards Survey. This study finds similar reduction in wage employment for women but finds an increase in participation in self-employment activities, particularly in agriculture. The results for men are also similar to those of women, but of slightly lower magnitude and estimated imprecisely. It is important to note that the results of these studies are not directly comparable to those of this paper. These studies compare labor market outcomes for individuals in households with a migrant to those without a migrant, whereas this paper compares participation of individuals in households with a migrant across villages with different overall migration rates. This paper is organized as follows: Section 2 discusses the context of international migration from Nepal, Section 3 discusses the data and empirical strategy used in the paper, Section 4 discusses the results on poverty and consumption (4.1), education (4.2), and labor force participation (4.3), and Section 5 concludes.
Context
International migration of workers from Nepal, to destinations other than India, is a relatively new phenomenon. Before 2001, almost all out-migration from Nepal was to India (Figure 1 ). Migration to other destination increased drastically when Nepal allowed private recruitment of workers to a set of countries in the late 1990s. Consequently, out-migration from Nepal increased from about 3 percent in 2001 to about 7 percent in 2011.
The increase in migration has been driven by the migration of primarily male, low-skilled mi- However, the process of finding a job abroad in Gulf-Malaysia is heavily intermediated and informal. Local agents typically connect potential migrants with recruitment companies in the cities, especially in the Kathmandu valley. In addition to connecting to another layer of intermediaries, these agents also help the potential migrants with the legwork associated with the migration processes and related paperwork. The recruitment companies, known as 'manpower companies', connect the workers with employers (or intermediaries) abroad. Typically, these agencies are responsible for obtaining an employment contract, a working visa, and make travel arrangements.
Most jobs abroad require potential migrants to obtain a medical clearance and all individuals going abroad for work are required to obtain a labor permit from the Department of Foreign Employment, in Kathmandu. Both the local agents, and the manpower companies, are paid by the potential migrant before they migrate, often with money borrowed from family, friends, and local money-lenders. 3
Due to the nature of the recruitment market, the cost of migration to these destinations is quite high. Migrants to Malaysia typically pay $1,600 to migrate and expect to earn $440 per month for an employment contract of about 2.5 years. Migrants to the Gulf countries typically expect to pay $1,000 to migrate and can expect to earn $420 per month. 4 Under typical interest rates and reasonable earnings abroad, migrants are still able to consume and remit money to be used for their family. 5 For the migrants who can finance migration without a loan, typically those that are wealthier, or former migrants with some savings, greater share of migrant income, obviously, goes towards other non-repayment uses.
The extent of male out-migration in Nepal is high, not just in terms of the contribution to the economy, but also in terms of employment shares. In 2001, only 8 percent of the male working age population (10 percent of the male labor-force) were employed abroad. By 2011, the number more than doubled to 16 percent of the the working age population (22 percent of the male labor-force).
Particularly for the relatively young males aged 15-44 from rural areas, the number of individuals working abroad is higher than then number of individuals employed in wage-work domestically, and only slightly smaller than the number of individuals employed by domestic agriculture. 6 The geographic reach of migration to Gulf-Malaysia has also been quite impressive in these periods. In 2001, about half of the villages (lowest level of administrative units) had no migrants in countries outside India, whereas by 2011, only about 5 percent of the villages had no migrants outside India (Figure 3 ). This paper exploits the variation in different migration rates over time and across different villages to identify the impact of migration.
3 Data and empirical strategy
Data
The migration and outcomes data used in this analysis come from two types of sources which I describe in detail below.
Housing and Population Census 2001 and 2011
The and has data on 8-100% of the households. 7 In both the datasets, I use sampling weights to adjust for the sampling procedure used to develop the micro-data.
The census collects information on the basic demographics, education, and labor supply characteristics of household members, as well as basic information on the household 'members' that are currently abroad. I use this measure to capture international migration. Though households cannot be tracked across the two censuses, villages can be identified and tracked across these rounds.
The large sample size within the village allow for precise measurement of outcomes as well as the aggregate migration rate in the village. The large sample size of the census comes at a cost of not having detailed information on the individuals and households such as earnings, consumption, and expenditure. Furthermore, the information on labor supply is limited to information about the 'usual' status in the past 12 months, and misses the richness typical of labor force and living standards surveys.
However, following the estimation strategy developed by Elbers, Lanjouw, and Lanjouw (2003) , 
Nepal Living Standards Survey 2010 (NLSS-III)
The second data-source I use for the analysis is the 2010 Nepal Living Standards Survey (NLSS-III), also conducted by the CBS. This cross-sectional survey collects information from about 6,000 households designed to be representative at the national, as well as sub-national level. 8 The survey is the premier poverty monitoring tool for the Government of Nepal and has a rich collection of outcomes including consumption, expenditure, education, labor supply, as well as on absent members of the households (migrants) and remittance receipts.
Empirical strategy
The correlation between outcomes (say, consumption of, or labor supply) and migration (household level, or village level) cannot be interpreted as a causal impact of migration. One of the key problems is that the households that choose to migrate are very different from households that do not choose to migrate, and these differences are not fully accounted by the observable characteristics of the household. The same problem arises when analyzing the impact of the aggregate level of migration in the village. The villages with higher prevalence of migration are typically different from those where migration is a relatively rare phenomenon. I use two strategies, described in detail below, to partially ameliorate these concerns.
Instrumental variable estimates
One of the strategies that I use is to instrument the household level migration with the migration rates of the same villages observed in 2001. The key insight behind this instrument is that households in villages that had prior migration networks are more likely to migrate subsequently. The role of migration networks in influencing future migration has been well established in the literature (see Munshi, 2003 , for a seminal example). Historic migration rates have been widely used as an instrument for household migration propensity in other contexts (for instance, McKenzie and Rapoport, 2007) as well as in the context of Nepal (Phadera, 2016; Lokshin and Glinskaya, 2009 ).
I use this strategy in the NLSS-III data to study the impact of migration or remittance receipt on, primarily, household consumption, expenditures, poverty, and wages.
Specifically, in this context, I estimate the following system of equations using a 2-SLS estima-tion:
where y hv is the outcome for household h in village v, M hv is a dummy of whether the has a migrant in Gulf-Malaysia, M v,2001 is the share of households with Gulf-Malaysia migrants in 2001, X hv are controls, and ν v and ε hv are uncorrelated errors assumed to be clustered at the village level. The controls in these specification include household size, ethnicity of the household head, fixed effects for survey strata, and the logarithm of distance from Kathmandu. I estimate the system of equations in (1) with 2-SLS with the predicted migration rate of the household from the first-stage as an instrument for the actual migration status of the household. To estimate the marginal propensity to consume, I estimate a similar specification with the migration status of the household replaced by the logarithm or remittances the household received.
To interpret the estimate as a causal impact of migration on the outcomes, the 2001 migration rates must be uncorrelated with the outcomes in 2011, except through its influence on current migration. This assumption is plausible if current migration is influenced by the social network of the previous migrants. Even in this case, the estimate will be the causal impact of migration on the migrants induced by the prior social networks to migrate. That is, this identifies the localaverage-treatment-effect (LATE) in the language of Imbens and Angrist (1994) .
However, a frequent criticism of this approach is that the village level characteristics could be correlated with migration rates in 2001, migration rates in 2011, as well as the outcomes in 2011.
For instances, villages with higher degree of entrepreneurial individuals may have migrated early (in 2001), and also have better outcomes in 2011 (not necessarily due to the impact of migration). Or, alternatively, villages that consistently have low labor demand (due to the rough geography, or local political institutions) could have resulted in higher early migration as well as the labor outcomes in 2011. To address these concerns, I use a second empirical strategy, a difference-in-difference method, that is immune to the village specific characteristics that influences the outcomes. For the outcomes that I can use both empirical strategies, the estimates from both specifications yield similar results, which is very comforting.
Difference-in-difference estimates
As discussed earlier, villages that have high migration rates could be very different from villages which have lower migration rates. These differences might reflect several observable and unobservable characteristics that also affect the outcomes. Similarly, there could be national trends in certain outcomes. The most relevant in this context is the demand for Nepali workers from Gulf-Malaysia, which has drastically increased in recent years. To the extent that village specific characteristics are time-invariant, and the trends in outcomes do not differ by villages, a difference-in-difference model produces the causal estimate of migration on the outcomes.
I use the difference in difference method to analyze the impact of village migration rates on outcomes in the census data. The estimating equation is:
where y ivt represents the outcome of individual i of village v at time t. M vt is the share of individuals from the village v that are in Gulf-Malaysia at time t. µ t represents the time fixed effects to capture national trends in migration and also in the outcome variables. γ v is the village fixed effects that captures all time-invariant characteristics of the village. ε ivt represents idiosyncratic error term. I allow the errors to be correlated across individuals of the same village across time.
The identification assumption of Equation (2) is that the trends in labor market characteristics in villages with different migration rates are the same. Village specific inherent factors that could affect the levels of migration as well as the levels of outcomes are subsumed by the specification and are not problematic for identification. Neither is the national trend in outcomes as well as the migration patterns. The variation that identifies Equation (2) Since the impact of migration is likely to be different for individuals based on whether they have a current migrant in the household or not, I estimate Equation (2) by interacting all the explanatory variables with a dummy indicating whether the household has a migrant in Gulf-Malaysia. This is numerically same as estimating Equation (2) separately for those living in a household with, and without a migrant. I present the fully interacted specification for compactness.
Results and discussion
In this section, I present simple theoretical frameworks on the impact of migration on poverty, consumption, expenditures, schooling, and labor market outcomes. Then I discuss the results of estimating Equations (1) and (2) in light of the frameworks.
Impact on poverty and expenditures

Framework
If migrants have proper information, then migration typically results in welfare gain for the migrants. This could mean higher earnings and/or better amenities upon migration. In the context of migration from Nepal to Gulf-Malaysia, the amenities while abroad are probably not a pull 9 The key results do not change if I allow regions to have their own time trends in outcomes. The results are omitted for compactness, but are available upon request.
factor. 10 Given that many Nepali migrants choose to migrate multiple times, one could expect positive impact on poverty reduction and increases in per-capita consumption for them and their families.
There is an increasing debate, particularly in the context of Nepal, on how the remittance gets used. The debate hinges on what is the 'right' marginal propensity to consume (MPC) out of remittance income. Permanent income hypothesis provides a guideline for this. Individuals (households) should consume a large share of changes in their permanent income and save or invest larger shares of incomes from transitory sources. Paxson (1993) Hence, a 'reasonable' MPC in the context for Nepal would be somewhere between 0.2 and 0.7.
Results
Between 2001 and 2011, the illakas that saw a greater rise in migration rates to Gulf-Malaysia, also saw a corresponding fall in poverty rates (Figure 4 ). However, increases in migration rates to India is not related with changes in poverty rates. These graphical results translate to the estimates of Equation (2) (Table 1 ). This estimate suggests that migration rates to Gulf-Malaysia alone explains 40 percent of the actual decline in poverty between 2001 and 2011. Both rural and urban areas benefit from migration, with the effect being slightly larger for urban areas. On the contrary, an increase in migration rates to India has no impact on poverty rates or the average level of consumption in the illakas.
These findings are echoed in the instrumental variables estimates of Equation (1) on the NLSS-III data. The instrumental variable estimates show that for households with a migrant in GulfMalaysia, migration reduces the likelihood of poverty by 78 percentage points, and increases consumption by 153% (Table 2 ). These estimates are only slightly higher than the estimates in Table   10 Typically, Nepali workers work in menial jobs, live in shared housing or 'labor-camps', and often work in environments different from Nepal, and in addition, are separated from their families for elongated period.
11 Author's calculations from the published tables and replication data.
1. 12 This is quite comforting that the estimates from two different empirical strategies and datasets yield similar results. Here as well, migration to India has no impact on poverty or consumption.
To estimate the MPC of remittance income, I estimate Equation (1) at least in urban areas, increase in remittance has spurred local demand for non-food consumption as well as education whereas in rural areas, the increase in consumption is mostly concentrated in food items. As expected, the MPC of remittance income is higher than that of a random increase in transitory income, but lower compared to typical estimates of MPC of permanent increases in income.
Impact on education
Framework
Though many migrants state that their children education is one of the drivers of their migration decision, the impact of adult migration in child schooling outcome is theoretically ambiguous. If schooling is a normal good, then an increase in household income through migration and remittances will increase child schooling. The increase will be even higher if liquidity constraints were preventing some children from obtaining the optimal or desired level of schooling. However, not having a parent in the household may hamper child education negatively if parental supervision is a key input to child success in school. In addition, the increasing availability of migration opportunities for younger workers may affect the incentives to get educated. For instance, if (perceived) returns schooling in domestic market is low, and the returns to migration are very high, then child might optimally choose to invest in increasing their migration prospects rather than on schooling. In the context of Nepal, this is likely to affect incentives for boys, but not necessarily for girls. Hence, the overall impact of migration on child education is an empirical question, and the literature, briefly mentioned above, finds different effects in different contexts.
12 A 10 percentage point increases in likelihood of migration reduces poverty by 7.8 percentage points. 13 The MPC is estimated with a bootstrap standard error of 0.19.
Results
I estimate Equation (1) on NLSS-III data to assess the impact of migration of a family member on the schooling outcomes of the children aged 5-14. A rise of 10 percentage points in the probability of a household having a migrant in Gulf-Malaysia increases child school enrollment by 4 percentage points (Table 4 ). The impact is slightly larger for urban areas compared to rural areas, but the effects are unlikely to be statistically different. The effects are almost completely driven by the impact on girls. A 10 percentage points in the probability of the household having a migrant in Gulf-Malaysia increases school attendance of girls by 9 percentage points. The effect for boys are much smaller (1 percentage points) and are statistically insignificant. The impact on completed years of schooling follows a similar pattern, but the estimates are much noisier to be statistically significant at conventional levels. For girls, where the results are marginally significant (at 10 percent significance), an increase in 10 percentage points in the probability of migration increases girls schooling by a 0.26 years. Many of the channels noted above could be at play here resulting in the estimates being imprecise as well as heterogeneous by gender.
Impact on domestic labor market outcomes
Framework
There are several ways in which migration affects the labor supply decision of individuals. First, for individuals in a household with a migrant, there is a direct impact of migration. The increased income through remittances could increase the consumption of leisure reducing their labor supply in domestic markets. This channel has been explored in the context of Nepal in Phadera (2016) and Lokshin and Glinskaya (2009) , and will not be explored in this paper.
Second, large-scale migration as in the case of Nepal, is a reduction in the total male labor supply in the domestic market. A reduction in the total amount of labor can have different implications for different genders. For males, male out-migration is a negative supply shock which would lead to higher wages for the non-migrants. This could also induce more men to participate in the labor market, which might offset some of the increases in wages. For females, the impact of male outmigration depends upon whether female labor supply is a complement, or a substitute to male labor supply. In the extreme case of them being perfect complements, male out-migration reduces the demand for female labor and lowers their wages. The opposite would be true if male and female labor are perfectly substitutable with each other. In reality, the degree of substitutability potentially differs by the sectors as well. In Appendix A, I present a very simple model to formally articulate the intuition described here. The more substitutable male and female labor supply are, female wages and participation will respond more positively to increased male out-migration.
Third, large-scale migration could mean more liquidity and greater availability of credit in the local labor market. If individuals are credit constrained to open new businesses, then migration could ease these constraints, increasing self-employment and business creation. Migration could also increase business creation through a transfer of ideas and technologies from abroad. Similarly, increased migration and remittances in the local economy could boost the demand for local goods and services, further increasing employment and wages for all.
Furthermore, large out-migration also means large social networks of migrants in destination countries that might find jobs abroad, or provide relevant information on jobs abroad. This could create an incentive for the non-migrants, especially male, to invest in finding out more about the labor markets abroad and make related investments, which could come at a cost of labor supplied in the domestic market. This impact is likely to be stronger for members with a migrant in the household as they have better access to the migrant network abroad, as well as have the resources to make related investments and finance migration.
The net impact of migration depends upon the relative contribution of these channels in the local labor markets. Various channels are likely to have stronger impacts in different segments of the population.
Results
To examine the impact of village level migration rate on wages, I estimate Equation (1) on NLSS-III data, and to estimate the impact on labor supply, I estimate Equation (2) on the census data. 14 A one-percentage point increase in the village level migration rate increases wages by 2.3 percent (Table 5) Migration increases male participation in agriculture, but fails to elicit female participation (Table 6 ). Putting this together with the wage results suggests that increased male out-migration either increases the price of labor, or induces greater participation, or both. It is entirely plausible that some of the increases in agricultural wages are offset by increases in participation, particularly for male workers. For females, the lack of response in the extensive margin is compensated by an increase in the price of female labor in agriculture.
For individuals in non-migrant households, migration increases labor force participation in nonagricultural sectors. This effect is almost completely driven by the impact on females. Large male out-migration increases female participation in both wage and self-employment outside agriculture.
In light of the model in Appendix A, this suggests that the elasticity of substitution between male and female labor is also relatively high in non-farm sectors. For males, the impact on participation is much lower and statistically insignificant.
Conditional on participation in the labor market, higher migration rates in the villages increases the probability that a worker is an employer. An one-percentage point increase in village level migration rates increases the probability of being an employer by 0.13 percentage points for individuals in non-migrant households. Given the relatively low incidence of employers in the labor market (2 percent in 2011), the change in migration rates between 2001 and 2011 increased the probability of being an employer by 22 percent. The effect is strong for both genders, and for individuals from both migrant and non-migrant households. This effect is consistent with high degree of migration and remittances in the village easing liquidity and credit constraints for enterprising individuals to expand and hire other workers.
However, large male-out migration lowers participation of males from migrant households in non-farm activities. For males from non-migrant households as well, the (positive) impact on nonfarm activities are muted and statistically insignificant, particularly in rural areas. This is consistent with male workers taking advantage of large social network of migrants from their villages to look for opportunities abroad. This could come at a cost of reduced labor supply in non-farm activities. The muted response from those in non-migrant households could be a combined effect of a shock to the local labor supply (which induces participation), increased network to look for jobs abroad (which reduces participation locally), and greater liquidity constraints to finance migration and related investments. For those from migrant households, increased income from remittances offsets some of the effects from a shock to local labor supply by increasing their reservation wages, and enhances job search abroad by relieving the liquidity constraints to finance job search abroad and related investments. The fact that the effect on male non-farm participation is stronger in rural areas, where non-farm labor demand is lower and liquidity constraints more binding, is also consistent with this explanation. 16 However, due to data constraints, I am unable to investigate this channel in greater depth.
The implications of large scale out-migration on the labor force can be varied and multifaceted.
In the context of Nepal, most of the effects seem to indicate that migration acts as a negative shock to the labor supply, increasing wages and/or participation of both males and females nonmigrants. Migration also helps small businesses expand which suggests that many businesses might be credit constrained which migration and the resulting remittance can ease. Migration has some negative impact on male participation in non-farm activities for those from households with a current migrant. This could stem from increased access to social network that is abroad, which could increase investments and time put towards finding a job abroad. However, it is comforting to see that male non-farm wages are moderately increased in response to migration, particularly in the rural areas.
Conclusion
Constraints to international labor mobility have often been dubbed as the single biggest distortion in the global economy (Clemens, 2011) . Temporary labor migration, such as that of South Asian workers to Malaysia, and the Persian Gulf countries provides a pathway to alleviate some of the distortion without imposing a social assistance costs to the host countries. Taking advantage of opportunities in Gulf-Malaysia, almost a quarter of the male labor force from Nepal has temporarily migrated to these countries for work. The scale of migration has led to increased concerns among policy makers on the impact of migration on, among other things, consumption and domestic labor markets. In this paper, I provide evidence on the impact of migration on consumption, expenditures, and domestic labor markets using a combination of instrumental variables and difference-in-difference strategies. 17 I find that Gulf-Malaysia migration has led to large increases in the living standards of individuals and reductions in poverty. The increase in the Gulf-Malaysia migration rate between 2001
and 2011 explains about 40 percent of the actual decline in poverty during this period.
The estimated marginal propensity of consumption out of remittance income is also within reasonable range. Remittance receiving households spend $0.50 out of every dollar increase in remittance income, most of it going towards increases in food consumption, particularly in rural areas. In urban areas, remittance income also increases non-food consumption, including on education. It does not appear that remittances are spurring a rampant rise in spending by household members. The estimates of MPC is higher than that of an unexpected transitory income shock,
proportionally larger for rural areas where non-farm participation rate is much lower (see Appendix Tables B.3 and B.4 for the impacts). For reference the non-farm male employment rate in rural areas is 31 percent, and in urban areas is 57 percent. 17 The impact of migration on societal structures, family dynamics, intra-household bargaining, female empowerment, political preferences, and appreciation of the real exchange rate are also extremely interesting and policy relevant in the context of Nepal and are part of the greater policy debate surrounding migration. Similarly, the nature of the recruitment market and the risks faced by workers abroad entice passionate policy debates and should be a part of the broader discussions on the impact of migration in the context of Nepal. But these topics and impacts are beyond the scope of this paper.
but lower than what would be expected of a permanent increases in income as it is supposed to be. I find positive, but modest impact of migration of household members on child education. While the impact on girls is strong and positive, the impact on boys is statistically indistinguishable from zero. It appears that, at least for boys, the increase in demand for education due to increases in income is at least partly offset by increases in returns to low-education through low-skilled migration abroad.
I also find largely positive impacts of migration on wages and labor force participation. The increase in the Gulf-Malaysia migration rate between 2001 and 2011 has increased overall wages by 8 percent (14 percent for females), and agricultural wages by 14 percent. The increase in migration during this period also increased labor force participation, both for individuals from households with and without a current migrant. This effect is remarkable, particularly in light of the falling LFP during this period. The effect in participation is driven by increases in male participation in farming, and female participation in non-farm activities. Taken together, migration benefits both male and female workforce, especially those without a current migrant in their households, either through increases in wages and/or increases in participation. High migration rates in a village reduce participation in non-farm activities of men from migrant-households, plausibly because of their access to better job-search options abroad. This reduction is accompanied by increases in male non-farm wages, particularly in rural areas.
These findings broadly echo the findings in the literature on the impacts of migration and can be used to inform the policy discussion on the impact of migration, particularly, in the context of Nepal. 
Tables
Appendix A A model of labor supply response to migration
In this section, I describe a very simple theoretical model illustrating how the substitutabilty between male and female labor in local production determines how they respond to male outmigration. Consider a local economy, a village, with the aggregate production given by AK 1−α L α , where K is the amount of capital used, and L is the aggregate labor used in production. The aggregate labor is a composite of male labor M and female labor F through a C.E.S relationship as follows:
where σ represents the elasticity of substitution between male and female labor. A vale of σ = 0 means that male and female labor are perfect complements, a value of σ = ∞ means that male and female labor are perfect substitutes.
In this economy, rental price of capital r, and male and female wages w m and w f are given by the first-order conditions:
Male out-migration is represented in this economy as a shock to M . To see how this affects males and female wages, we simply take the derivatives of the first order condition. For female wages,
That is, an increase in male labor supply has two effects. The first effect (first term within the square brackets) is through complementarity between the male and female labor supply: an increase in one increases the demand for the other. This effect is higher if the degree of complementarity is higher. The second effect comes the overall increase in labor supply, which reduces the price of labor. The net effect is positive if and only if
, that is when the elasticity of substitution is sufficiently low. That means, when male and female labor are less substitutable, a decrease in the supply of male workers will also reduce the demand for female labor, hence lowering their wages. Now, consider the male wages,
which is always negative as both the effects go in the same direction. That is, a decrease in the supply of male workers will increase the male wages. 
Appendix B Additional Results
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